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A meeting of the Board of Governors of the Federal Reserve

Syst,
®l ¥as held in Washington on Wednesday, August 22, 1945, at 1l:45
&.M.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymeczak
Mr. Draper

Mr. Carpenter, Secretary
Mr. Connell, General Assistant,
Office of the Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Chairman
Mr. Vest, General Attorney

y U, Szymezak presented a draft of letter to the Bank of Mexico,
*Xeo g
City, reading as follows:

hugugy "eFerence is made to your letters of July 23 and
Mr, o 8, 1945, and to the exchange of telegrams between
ang SZYmczak and Mr. Gomez under the dates of August 7
Woul g’ %945, relative to the plan whereby Banco de Mexico

Vest itself of control of Pan American Trust Com-
New York City.

of tpe t is the understanding of the Board of Governors
e

Such + deral Reserve System, to which your letters and
Bane, €legrams have now been formally presented, that
hol g5 de Mexico undertakes and agrees to dispose of its

Lows, €S of stock of Pan American Trust Company as fol-

h 1. Sell immediately one-third of its
t°1dlngs of stock of Pan American Trust Company
© Nacional Financiera and Banco Nacional de
omercio Exterior on condition that such insti-
Utions resell, within the period from March
o 1946 to August 31, 1946, to private interests,
€ stock of Pan American Trust Company acquired
°V such institutions, Banco de Mexico undertak-
tng and agreeing to use its best efforts to
duse such condition to be performed.
. 2. Sell to private interests the remain-
28 two-thirds of its holdings of stock of Pan
frican Trust Company, Banco de Mexico under-
& and agreeing to use its best efforts
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"to cause such stock to be so sold prior to
Yarch 1, 1946.
3. Inform the Board of Governors of the
Federal Reserve System bi-monthly of the progress
?ﬂde in carrying out the foregoing.
Woul The Board is happy to accept this arrangement, and
thatdtappreciate receiving a letter from you confirming

he foregoing correctly states the understanding be-
Ween ys,

Bbe "The Board and the Federal Reserve Bank of New York
gratified that it has been possible to reach so ami-

¢
ti:%yfn arrangement agreeable to all concerned and trust
its

relats consummation will further the close and friendly
tions that have been enjoyed in the past."

. ¥r. Szymezak steted that the program set forth in the above
etter

iy "8 the result of a proposal contained in & letter received

3 % Bark of Yexteo wnder date of July 23, 1945, as modified by
informal Suggestion contained in a telegram which he sent to Mr.

%mi:;zi“ager of the Bank of Mexico, under date of August 7, 1945,

fagy % Was acceptable to the Bank. He also called attention to the

g Trust the Program related only to existing stock of the Pan Ameri-

B Company and that if, as had been suggested by the New York

8

bant.s
th% Snking authorities, additional stock were sold it was expected
t

hat,
Would be handled as a separate matter.

ey, In Tesponse to an inquiry, Mr. Szymczak made the further state-
t

hat,
% the Proposed letter made no reference to the request received
)

0
e 4rd for determination whether the Mexican bank is a holding

Sy .
o *filiate of the Pan American Trust Company and that if it be-

ece
be °%ary for the Board to make such a determination that could

°fle
at a later time.
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Upon motion by Mr. Szymczak, the let~
ter to the Bank of Mexico was approved
unanimously.
Reference was made by Mr. Eccles to his attendance yesterday
’IIOmin
€ at the National Advisory Council on International Monetary
and g .
in&nclal Problems created by the Bretton Woods Agreements Act to

0001. s
dinate the policies and operations of the representatives of the

nited
States on the International Monetary Fund and the International

Sane

fo
" £ Recon's‘c,r'uct.ion and Development, and it was understood that
EBSI.

Orthz'sjccles and Szymczak would meet with the appropriate members

e, 3T to discuss some of the problems that would require con—
*on by the Board in that connection.

At this point Messrs. Parry and Brown came into the meeting.

b ¥r. Ransom referred to the letter addressed by the Board on
8t o
Uy O, 1945, to Mr. Robert Nathan in which reference was made to
er
B Subjects pertaining to the reconversion or transition pe-

0
: fron the :
% standpoint of the Board of Governors of the Federal Re-

Tve
i 3}'stem &nd which contained the statement that, subject to au~
Qrization

Sty by the Board, Mr. Ransom was prepared to discuss with the
Q

2atj 5 < 5 5
- tion officials a program for such liberalizing changes in
aty,
Yeq W as may be deemed to be desirable under the Government's
°n‘rer
3 Slon Program. Mr. Ransom said that he and Mr. Parry had given

gt‘eat

Lt

tion fal of thought to the changes that should be made in Regula-—
W

the 1ight of the termination of the war and the program of
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he
Government for removal of wartime restrictions, and that in order
as 3
Certain the views of the Office of War Mobilization and Recon-
°n he would suggest that he be authorized by the Board to discuss

th
e, Nathan four liberalizing changes in the Regulation which it
g p

b iy

elt that the Board might make. The four amendments referred to

* Ranson were (1) abandonment of the regulation of home improve-

i Creditg,

" (2) discontinuance of soft goods, such as clothing and

nens
> 4nd the light hard articles, such as tires, lamps, and dishes,

&i:ii:ed articles so that the items which would continue as listed
g S woulq not include more than 15 all of which are typically
i 3 instalments (3) reduction of down payment on all items except
(mbblles and motorcycles from 33-1/3 per cent to 20 per cent and
" ‘rease i the maxdimum maturity from 12 months to 15 months, and
andonment of the regulation on nonpurpose loans.

umseChThere'Was a discussion of the reasons and possible effects of
% nges in Regulation W, during which Mr. Ransom stated that in

% ton With his consideration of the matter he had called Mr. Gordon,

0 ¥ Deputy Governor of the Bank of Canada, who is serving as

Thay

e
Phor,

. ® who stated that the Board on the whole had had a satisfactory
ep

% of the Wartime Prices and Trade Board, Ottawa, Canada, on the

€ne
gy, ©® With the regulatlon, that under Canadian law there was no
Oy,

t

8 ¥ for the Canadian Government (as distinguished from the gov—
nts

th T the Provinces) to enact permanent legislation authorizing

8
Pegul
*Uon of consumer credit, that the situation in Canada was
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7%W'different from that in the United States because of the fact that
hxcanada there were only a few banks and large trade organizations all
Ofwhich Were "in line" with the regulation, but that there were some
Tﬁsmu@ groups developing and that he would appreciate it if, when

i Board decided on what it proposed to do in the way of liberaliz-

g th .
¢ Tegulation, he could be advised so that a representative of

the
Wﬁrtime Prices and Trade Board could come to Washington to go ove
t g g r
® Matten,

p, N
on felt that whatever was done in the United States to liberal-

The reason for this request, Mr. Ransom said, was that

iZe

the

9 Tegulation of consumer credit would have to be done in Canada
S0

% Y, Ransom made the further statement that he had advised Mr.
Ydon 4
hat the Board would be glad to comply with that request.

e, Szymczak inquired whether and when the Board should pro-

DOSS
the -
leglslation authorizing the continuance of consumer credit

aty
o M, and after a discussion of the various aspects of this
egtio
n 4
th 1t was agreed that if it should appear at a later date that
&

Te wa
by S Public support for such legislation the Board should be pre-
&d

J
thay Suggest the type of legislation that should be enacted but
t

e p
Question should not be raised at this time.
C .
hairman Eocles questioned the desirability of extending the

3y maturity of instalment credits on items which would continue

Steq :
tob articles, since such items for the time being would continue
!

Sca
TCe and mopre liberal credit terms would only add to the exist-—

Wf) gy
tlonary pressures created by such scarcity. This point was
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S8¢d and it was agreed for the purpose of Mr. Ransom's discus-

siOn 0y

"ith Mr. Nathan that the suggested extension of maximum maturity
8
hOUJ.d be dl‘Opped.

M, Szymezak stated that before a decision on Mr. Ransom's
mﬁ@es
tlon was made he would like to have an opportunity to consider
&
r
Propogeq amendments further.

. At the conclusion of the discussion,

it was understood that Mr. Ransom would
submit the proposed changes to Mr. Szymczak
and that, following clearance by him, Mr.
Ransom was authorized to discuss the amend-
ments with Mr. Nathan to ascertain the views
of the Office of War Mobilization and Recon-
Version and thereafter to obtain the views
of the Office of Price Administration, the
Treasury, and the Federal Loan Administrator.

Secretary's note: After the meeting Mr.
Ransom submitted the following statement
of the proposed amendments to Mr. Szymczak
Who stated that he concurred in the above
action with the understanding that the mat-
ter would come before the Board again for
final action:

"(l) ik "Sketch of Proposed Amendment
"(2) mve up home-improvement credits.
oW out soft-goods (such as clothing and linens)
and 1ight, hard-goods (such as tires, lamps, and
Lshes) so that the 'short list' —— see below —-
contain not more than 15 items, all of which
"(3) &re typically sold on instalments. .
?educe down payment (except for automobile group)
"(4) GFQm 33-1/3 per cent to 20 per cent. |
JlVe up non-purpose loans —— i.e., any loan which
1S not for the purpose of purchasing any article
°n the 'short list.'
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"t Short List' —— Tllustrative¥®

"Group A - One-third down (including any
trade-in) and 15 months maximum
maturity.

1. Automobiles.
2. Motorcycles.

"Group B - 20 per cent down (on top of any
trade-in) and 12 months maximum
maturity.

1. Refrigerators.
2. Washing machines and ironers.
3. Suction cleaners.
L. Electric appliances not else-
where listed.
5. Furniture and floor coverings.
6. Radios and phonographs.
7. Pianos and organs.
8. Sewing machines.
9. Stoves, ranges, and space
heaters.
10. Jewelry, silverware, and
"R watches.
-Egﬂlﬁtion W —— Explanation of proposed Amendment
See For condensed outline of amendment and 'short list'
Page 1,
reduc."Th%S amendment, by simplifying the regulation and
Pose :ng its scope to essentiels, would make both its pur-
5 0d its method stand out more clearly. It should
Tope € regulation more workable and, in our opinion,
Nearly conform to the Government's reconversion pro-

a Sect"Giving up home-improvement credits would take out

im@bssg; on which effective enforcement seems to be almost
tion N le: To retain this sector, now that new construc-
Mch 4o being released from control by WPB, would not do
but wogldampen over-all demand for construction materials
th d divert to new construction materials and labor

ang mgan at this time be used to better purpose in repair
"ernization.
Oog owing out soft-goods and minor items of hard-

g
f°°u:’t°f which almost all are low in unit-cost, would
he regulation on a 'short list' of major durables —

*Thi
Mope "8t 1s tentative. It might finally be a little
°r a little less inclusive.

SER
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m::: page 1 —— all of which are typically sold on instal-
trols and consequently amenable to selective credit con-
.o~ That these major durables are in short supply, and
remain so for months to come, is a matter of common
OWledge. Of the articles eliminated, on the other hand,
Solg 1glll soon be in plentiful supply and all are typically
Ehe or cash or else in charge accounts. If charge sales
£, ult‘bt.paid for by the 10th of the second month, the de-
s Wll'l. no longer freeze the account against sales of
it o €liminated from the list but will continue to freeze
duragalnSt sales of items on the 'short list' of major
les,
dowy, "No change in maturities is proposed, and none in
ing Payments on automobiles, now 33-1/3 per cent (includ-
tionartly trade-in), or furniture, now 20 per cent (in addi-
P © any trade-in). For other articles on the 'short
331 /1,3 however, on which the present down payment is
e per cent (in addition to any trade-in), a reduc-
Othep © 20 per cent is proposed. This will line up these
Operatgfl‘ticles with furniture, thus simplifying store
be ions. The lower down payment, though it will still
take &h enough to apply substantial restraint, should
Much of the edge off certain criticisms, such as
presGﬁtaSS legislation' criticism and the charge that
e terms are too stiff for returning veterans.
Purpog "16 regulation now covers both 'purpose' and 'non-
unte loans as to maturity and 'purpose' loans as to
Staln, also (to parallel down payment requirement on in-
1, et sales). After the amendment, it would cover
th:s?' loans only — those for purchasing any article
Purpog 'Short list.' It would no longer apply to 'non-
"o ®" loans, including so-called remedizl loans. Why
diffilc’urpose' loans should be included has always been
WOUlt for banks and their customers to understand
8oodg Uld be more difficult to understand after soft-
> ete., have been released from credit control."

C
hairman Eccles stated that Colonel Mechem of the War Depart-

hag calleq . -
oy €d on him and left a War Department memorandum outlining
Ogram
Rese for discontinuing liaison officers at certain of the Federal
Tve

of ks, Thereafter, Chairman Eccles said, the following draft

%0 the memorandum was prepared and read to Colonel Mechem

SER
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the telephone who said it was entirely satisfactory:

lin "This refers to the War Department's memorandum out~—
Cering & program for discontinuing liaison officers at
the 8ln of the Federal Reserve Banks. As we understand
tin Proposal it is that the liaison officers be discon-
Ued at the Federal Reserve Banks of Boston, Atlanta,
B :apolis, Dallas and San Francisco (or Los Angeles)
otey hat the functions now performed by these liaison
¢ers would hereafter be performed, respectively, by
© liaison officers at New York, Washington, Chicago,
cac 28 City, and Los Angeles or San Francisco, as the
43¢ may pe,
of "These proposed chenges are agreeable to the Board
of 'liv?rnors. However, if and when the discontinuance
Bary, alSOn.officers at the particular Federal Reserve
in t}81 Bentioned becomes effective, it would be helpful
ters 8 interests of efficient and prompt handling of mat-
woul, drelatlng to guaranteed loans if the War Department
to pa delegate to those Federal Reserve Banks authority
°0nnes: Upon certain relatively unimportant questions
equic ed with guarantee and loan agreements which now
concu:e the concurrence of liaison officers but not the
W Ténce of officers of the War Department stationed
mightsglngton. For example, the Federal Reserve Banks
Nentg € authorized to approve amendments to loan agree-
Pixeq With respect to the disposition or acquisition of
mcreaaSSets, payments of dividends and bonuses, salary
of 5 oo0S, and other similar amendments which are not
Pede Substantial nature and which, in the opinion of the
erest Reserve Bank, would not adversely affect the in-
of the War Department."

. The reply was approved unanimously,
With the understanding that a copy of the
War Department memorandum and the Board's
reply would be sent by mail to each of
the Federal Reserve Banks.

A P
th t this point Messrs. Vest, Parry, and Brown withdrew from

e mEQting

T ;
2, he action stated with respect to each of the matters herein-
r

Tef
°TTed to was then taken by the Board:

SER
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The minutes of the meeting of the Board of Governors of the

Federay Reserve System held on August 21, 1945, were approved unani-
Tously,

Letter to Mr. Alfred Limber, Akron, Ohio, reading as follows:

n
to the
Tecent,
Boardt
Undep

The Securities and Exchange Commission has referred
Boardcyour letter of July 26, 1945, rela‘itlw.re tﬁ the
change in margin requirements, bc'acause :_Lt is the

S Regulation T which governs margin requirements

the Securities Exchange Act of 1934. . .

Ou refer particularly to the new pyonsion tha' .

S the proceeds of securities solsl in undermargine

S to be used to improve the condition of the ac;

S until they reach the new standard of 75 per cen :

i "When the Board adopted the 75 per ceni.: requirement,
1 did pot go so far as to provide, as it might have pro-

vided’ that accounts which were undermargined be brought

> lmmediately to the new standard, but it did not feel

Shay it courq permit continued trading in an undermar.'g:med
aocount, or the withdrawal of money from an undermarglned
Ccount, after the sale of a security. To have permitted
sich a Withdrawal of money would have allowed margin traders

i borroy £or purposes other than stock-trading on the
frength of collateral that should be used only to support

Shegy debtedness for carrying stocks. If, for example,

: debit, balance of $50,000 is secured by $100,000 of se-

Tequire

Sccount,
Count,

burities and $10,000 of securities are sold, the debit
$;% €€ is reduced to $,0,000 and the securities to
»000

i A with-
> & margin of about 55 per cent resultmg: .
in&wal of $5,Og.]0-n would create that amount of additional
addebte €ss against collateral already much less than

e

th Wate 4 provide a margin of 75 per cent, which is
® new standard,

.

e d is appreciative of the fa?t that

:lgme individzt;]e.sB;:; have xlr)xzde plans on the basis of the
noigj‘l Iequirements as they stood in the past, it do:;
si believe that it could justify making special provi-
ma:n for those who have made such plans. Reliance gn a
hag 8ccount to provide funds in the futur? I.mlst e
Qhae the light of the knowledge that conditions may '

8¢, anq those conditions include not only the Board's
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n
omargin requirements, but also such matters as the broker's
o SQirements and the state of the market. If the

Tket experiences a pronounced decline in the intervel,

§°" eXample, possibilities for obtaining funds necessarily
T® curtajled."

Approved unanimously.
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Letter to Mr. Peyton, President of the Federal Reserve Bank of

"inne
®Polis, reading as follows:

loWs .

1, "Enclosed is a copy of a letter dated August 11,
6315;, from Mr. Grant W. Anderson, Vice President, North-
®rn Bank of Minneapolis. Receipt of Mr. Anderson's

1

ettef; has been acknowledged.

tain + Anderson inquires whether the stock of a cer-
Withigomp&rw should be regarded as a registered stock

of Re the.meaning of the first sentence of section 1

th 8ulation U since officials of the company say that

o redid not apply to have it listed and that they file
§°rt8.m'.th the exchange.

193, ocCtion 12(f) of the Securities Exchenge Act of

tre . PTOVides that the Commission may extend unlisted

iy € privileges to any security under certain condi-

Privy &nd that 'Any security for which unlisted trading

Subge °8es are continued or extended pursuant to this

tionactmn shall be deemed to be registered on a na-

title 'securities exchange within the meaning of this

& gt Consequently, Regulation U is applicable if

a nat.°°k is admitted to unlisted trading privileges on

or notonal securities exchange, and the question whether

is for Such privileges should be continued is one which
» the Securities and Exchange Commission to decide.

ATlders‘m." be appreciated if you will advise Mr

Approved unanimously.

Letter o g, 5. Todd & Co., Cincinnati, Ohio, reading as

!
J“ly ; Ve regret the delay in replying to your letter of
> 1945, in which you inquired about the applicability

SER
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b:ikthe Board's Regulation U to loans obteined by you from
s.

s "As you will note in section 1 of the Regulation, a

topy of which is enclosed, Regulation U is applicable only

s ~0ans on stocks for the purpose of purchasing or carry-

;ng Stocks registered on national securities exchanges.
tab§§f°re, with respect to those loans which you can es-

it sh as being for the purpose of purchasing local un-
i ced issues, in which you state your principal business
3130°2du0ted’ the Regulation is inapplicable. If you
tereq ave some loans for the purpose of purchasing regis-
. stocks, the loans are subject to the Regulation and,
Made at the same bank, must be handled separately in
ordance with the provisions of section 3(n). It should
n°Fe§ that it does not matter whether the registered
ur}tles are purchased on an exchange or over the counter.
ou inquire whether any of your loans for the pur-
purchasing registered stocks would be exempt under
2(c) of the Regulation which refers to 'any loan
ancinealer, or to two or more dealers, to aid in the fi-
not o Of the distribution of securities to customers
Th °Ugh.the medium of a national securities exchange.'
activgz? 'distribution' as used in this section means
'Drima, l?S of the type that are commonly referred to as
blocksny or 'secondary' distributions, involving sizeable
foa igf securities. It is not applicable to transac-
from 4, Whlc§ a dealer buys securities from time to time
then ¢ € public or from other dealers and later sells
inform: Customers. Consequently, on the basis of the
Woul g tion which you have furnished us, the exemption
Not be available to you."

ace
e
See

POSe of

Seetion
03

Approved unanimously.

Thereupon the meeting adjourned.
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/ v / Secretary.

Chairman.
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